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Chief, Manufacturing Secto~s Brarch 25 Aug st 195
Acting Chief, Industrial Tivielor, ORR

Project 32.488, Postwar Inlustriel Investment in East Qermany

1. This project not only develops an Ilnvesiment series ior
the GDR during 195C-53, but also interprets the assigned role of
the major branches of “he industrial seetor. %The former gosl is
achieved with great skill and reguires no comment. The trestient
of investment 1n the bramthes of the industrial sector is gemrall;
successfil, but is mmcesasrily abbreviated in a repart of thil:r scope.
In particular, the discussion of developments during the Seeoid Five
Year Plan veries in quality snd depth and needs Lo be smoother. cut.
Rather than expand the paper to Include discussion in greater detall
of the branches > industry, it is suggested that these sub/ets he
discussed in a more mnelytic and purely economic sense in ters of
the decisiors implizit ir the investment progrem, as sugyeste: belwms.

2. The velidity of the major interpretation of the pape:’, that
esphasis on the basic metel industries was subordinated after 1353,
is supparted by smple evifence. The project tends to accept, however,
the GDR propagenia line tlat the mejor object of this shift wis {o
improve consumer welfare, with a subsidiary mccent on fuels a 4
power. It should be streesed, a: indiceted by the data 1in ih:
project, thet publicity tc the coptrary notwithatanding, the
sbsolute incresses in consumer oriented investment were dwarf 4
by alloeations to the fuel and power industries.

3. Mention is made ¢f the shift from metal to labor intmsive
industry, but it is confired to the machine building branches In
& brosder context it eppeers that the GDR has maneuvered to r:duce
the need for investment ir the capital intensive materials iriustrie:
as well, a fact 1hat should be developed and cmphasized.

L., In this conpecticn it would be zood to show the shif. in
Soviet policy during the fiecond Five Yemr Flan from exploitat.on
to support of the QDR ecoromy. HNote could be made of the los s,
treade agreements, and in particulsr, the Soviet urderwriting f
the GDR materimls deficit. '"The offect of the placned oll pip:-
line tc Eastern Eurcpe on requirements for investnent In the
brown coal industry should be coneidered.
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5. BExplorsticn of these supestions should faecilitete tie
treatnect of the allocation of limited (DR favestmert fumds -
such sconomic terms as relative advantage, rspidity of returr,
axd blog¢ specializstion. This should not be interpreted as
requiring o search for additional date, but as integrating an?
interpreting of the date now presentsd.

6. Consideration should also be given o grepbic presen:ation
of the trend in total investsent snd investmsnt by wajor branches
of fndustry. To meet (ffice regulations soms kind of dollar

equivalezt for the DME st Ge shown, albdeit with reservation,
if desired.

T« I subscribe to your own commsents and am attaching a List

25X1A9 of specifiec sugpestions, wihich I shall be hapey to discuss with ou
2 s st your conwnisnce.
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